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PRESIDENT’S REPORT 
TO THE SHAREHOLDERS 


In reporting to you the results of your company 
for the first six months of 1974, you will note 


your net earnings and cash flow has increased over 


the same period in 1973. However, there is a 
pertinent fact which you cannot read from the 
enclosed results which | feel | should take this 
opportunity to explain. 


Your Canadian. 
just under a hundred percent. 


el operation increased its profi 
hen consolidated 


with the international operation in England the 
latter negatively affects the overall company 
results. As | am sure you are aware the economy 
in England, particularly during the months of 
January, February, March and April due to the 
energy shortages and severe labour situations, 


caused us a considerable problem and a substantial 
loss. However, despite the economy on the whole 


not improving that much, the hotel industry is 


returning to a reasonable level and the outlook for 


the balance of the year is much brighter. 


The policy of your company in the past has been 
one of continuing selective and reasonably 


aggressive expansion. It has been my recommenda- 


tion to your Board of Directors that expansion, 


except for one or two proposed locations, become 


secondary in the next twelve months to devoting 


our major efforts towards obtaining a more efficient 
and economical operation, resulting in higher profits 


from our existing hotels. 


In the past six months, your company has expended 


a large sum of money in the renovation of all its 


hotels. The Toronto Tower extension will open the 
first week of September and this in itself compares 


in size to a medium sized hotel. The income from 


this property will come on stream during the third 


and fourth quarters. 


As | mentioned earlier, with the Canadian proper- 


ties on or above our forecast and with what, we 
hope, will be an improved English situation, | am 


still quite confident that your company profits for 


the year 1974 will show a marked improvement 
over the previous period and will set a new high 


for us. 


May | thank you for your continued support, | 


remain 


Yours truly, 


W.R. Hodgson, 


President. 
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CONSOLIDATED STATEMENT OF EARNINGS 
FOR SIX MONTHS ENDED JUNE 30, 1974 


(With 1973 Comparisons) 
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FIRST HALF SOURCE AND APPLICATION OF FUNDS 
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$13,054,517 
11,052,505 
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1973 
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1,226,036 
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TO THE SHAREHOLDERS 


Your company during 1974 has gone through 
periods of inconsistent economic conditions. We 
were faced in the first five months with the three 
day week and the energy crisis in the United King- 
dom, and during the latter part of the year, the 
recession in the United States, which had such a 
great effect on the travelling public in Canada. 


Your sales for the period were up over the previous 
year, however, the cost of operations increased at 
even a greater pace. 


Despite all this we have been able to obtain a 
profit of .25¢ per share against .27¢ in 1973. How- 
ever, most significant, is that our cash flow has 
increased from .99¢ per share to $1.05 per share. 


During 1974, your company entered into a man- 
agement contract in Panama on the understanding 
that the Panamanian group would be spending ap- 
proximately $33,000,000 on renovation of the ex- 
isting facilities and construction of a substantial 
addition. These funds did not become available and 
the standards of the hotel were not in keeping with GALES 
the Skyline tradition. After considerable problems 
throughout the year, it was the decision of manage- 
ment to withdraw from this project. Your com- jy 5.00 


pany had substantial costs involved in the setting — 8.000.000 ;}——_}_ sates boars 
. 28'000;000 —— 1967 9,660,513 
up of this contract and these have been completely 5) 995 9, 1362 = 45 656.003 
written off as an operating expense in the year = %00000 }-——) (0) Thre 
25,000,000 }———| 1971 _ 17,081,148 | 
1974, 24000000) ——_ | 1972 24 526,958 
93,000,000 1973 — 26,797,203 
22,000,000 1974 30,781,551 
The Federal Government’s discriminatory 10% sur- > p00,000 
charge imposed on certain industries had an effect °°” 
4 : 9,000,000 
of approximately $33,000 on your bottom line yp 5 
profit. 7,000,000 
6,000,000 
5,000,000 = 
All the construction projects of the company are q 
now completed, including the Toronto Tower ex- 200000 
tension and your management does not intend to ‘ 
00 0 
enter into any major projects until the present 50000 
economic situation shows some definite signs of °°" wry es) 
recovery ne 1967 1968 1969 1970 1971 1972 1973 1974 


On the brighter side, we have entered into a long 
term management contract to operate the South 
Ocean Beach Hotel & Country Club for Mr. 
E. P. Taylor and The New Providence Development 
Company Limited in Nassau. This is a new struc- 
ture and we are very pleased to have been able to 
add it to our chain. 


A recent appraisal of your Toronto Hotel has been 
made by Chaffe, MacKenzie & Ray in the amount 
of $32,000,000. The indebtedness against this pro- 
perty is approximately $12,000,000 and it is the 
intention of management to re-finance its short 
term debt into long term financing against this 
asset. 


In summing up, I feel the most significant accom- 
plishment of the year despite certain adverse condi- 
tions is the ability of your company to continue the 
increase in cash flow which is really the barometer 
of our industry. 


May I thank you for your continued support. I 


remain, 


Yours truly, 


Za 


W. R. Hodgson, 
President. 
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NET EARNINGS 
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550,000 |---| 1969 — 300,165 Semaine | 
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350.000 | 1974 — 551,822 


300,000 


250/000) 
200,000 


150,000 


100,000 
50,000 


i 


1973 1974 


Net Earnings (Dollars) 1967 1968 1969 1970 1971 1972 
2,400,000 
2,300,000 
Sonat CASH FLOW 
(DOLLARS) 

2,100,000 1967 — 812,266 
2,000,000 1968 643,795 

1.900.000 1969 1,241,245 

1 e0n.000 1,698,264 

a 1,731,576 

1,700,000 2,126,730 

1,600,000 2,219,766 

1,500,000 2,361,868 
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2,600 

NUMBER OF 
2,500 GUEST ROOMS 
2,400 as of December 31 
2,300 Including Managed Hotels 
2200 1967 — 650 
: 1968 — 1,077 
2,100 1969 — 1,300 
2,000 1970 — 1,455 
1,900 1971 — 1,815 

19725 — S85: 
1,800 i 
8 1973 — 2,100 
1,700 1974 — 2,664 
1,600 
1,500 
isha eee epee oA Gee 
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1973 1974 


CURRENT ASSETS: 


Inventories —at cost ........................... _ 


Prepaid expenses and sundry assets ...............- | 


Total current assets ......................... 


FIXED ASSETS (Notes 1 and 2)........ oo . 


DEFERRED Costs (Note 1): 


Development costs of proposed projects ............ _. 
Unamortized opening and establishment costs ........... _ 
Unamortized financing costs ........................ 


Total deferred costs ..................-...... 


OTHER ASSETS: 


Loans receivable (Note 8).............-.....-......- 
Organization expenses ..... 


Approved by the Board: We. Hodgson, Director 


To the Shareholders of Skyline Hotels Limited: 


1974 


$ 108,507 
2,448,039 
747,127 
493,753 


3,798,026 


35,292,915 


98,247 
1,247,898 
286,604 


1,632,749 


271,032 
65,703 


336,735 
$41,060,425 


1973 


$ 50,956 
= 92916 217 


611,892 
380,371 


26,701,562 


121.707 
976,401 
287,870 


1,385,978 


55,552 
65,703 


121,255 
$31,468,225 


_ C. A. McKechnie, Director 


We have examined the consolidated balance sheet of Skyline Hotels Limited and its subsidiaries as at 
December 31, 1974 and the consolidated statements of earnings, surplus and changes in financial position 
for the year then ended. Our examination included a general review of the accounting procedures and such 
tests of accounting records and other supporting evidence as we considered necessary in the circumstances. 
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EARNINGS BEFORE THE UNDERNOTED ITEMS 


OTHER EXPENSES: 


Interest on long-term debt ....... oo , 
Ctjer tierest........«.= sd... 


Amortization of financing costs (Note 1)............ 


Depreciation and amortization of fixed assets 


{(Notel)......................... ol . 


Amortization of opening and establishment costs 


(Note!) .................................. 
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EARNINGS BEFORE INCOME TAXES AND 


MINORITYINIEREST.................... oo. | 


INCOME TAXES (Notes 1 and 5): 


Currently payable........... 1.0... 
Deicryecd........ |... 


EARNINGS BEFORE MINORITY INTEREST ..............., 


INTEREST OF MINORITY SHAREHOLDERS IN 


LOSS OF SUBSIDIARY.............. eee ee. . 


The accompanying notes are an integral part of these consolidated financial statements, 
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Tableware, linen and uniforms: : 
A basic stock of tableware, linen and uniforms is included in fixed assets in eed of ach facility 
in operation. Replacements are expensed when placed in service. Tableware, linen and a 
purchased as reserve stock are valued at cost and included i in prepaid eapensrs. 


Income taxes: : | 
The companies adopted the me siccation bose of ee for 3 income oe in 197 0 but did nol 
retroactively adjust their accounts for 1969 and prior years. Under the tax allocation basis income 
taxes are provided in the year transactions affect net income regardless of when such transactions © 
are recognized for tax purposes. Timing differences giving rise to deferred income taxes relate 
primarily to claiming capital cost allowances and deferred costs for i income tax pores in excess or 
depreciation and amortization charged i in 1 the financial statements. _ i 


FIXED ASSETS _ _ -_. 
Fixed assets and accumulated depreciation a and amortization at December 31a are as follows: | - _ 


1974 
Accumulated 
Depreciation Net 
and Book 
. _ _ - Cost Amortization Value . ue 
iat ——_C“«#§P9g3: 1,566,049 $ a $ 1,566,049 | $ 1,584,29 
Poe. =... =-~—_—_=i506,780 156,481 350,299 353,72 
Buildings . a 19,324,148 1,709,609 17,614,539 14,984,782 
Equipment and ca |. 10,027,311 2,935,306 7092005 «+5 578.224 


- Leasehold interest. and _ 
improvements ........... 8,095,633 504,459 7,091,174 9a) 


$39,519,921 $5,805,855 34,214,066 25,665,177 


Peblewere: aes ped a . _ 
at cost rrr 1,078,849 | 1,036,385 


$35,292,915 $26, 701, 1,562 


Fixed sees anditions Cees . year include interest. expenditures in the amount of $880,0 O0 - 
which have been capitalized i in accordance with oes Poe 


ASSETS PLEDGED _ / _ 

The company’s bank eee inelediag the os in ee Tier ti i in N ae A, is scold 
ally secured by foo assignment of book debts and a second charge on ae Toronto hotel 
property. 
LONG-TERM DEBT : 


Long- term debt consists of: - _ - _ ‘ 974 ; : : 1973 
, First mortgage, 9.5%, due 1982, secured -. : 
_by the Toronto hotel prove —rtrt—rs—Ss—Ci iss $11,894,000 _ 121 158, 000 o 


_ Bank term loans: / 
Canadian Dollar loans at ieerest rates approximately. — 
2% abovethe bankprimerate.................... 4,500,000 9993.34 _ 

U.S. Dollar loans at interest rates of 2% per annum . 


above the six month London ie Renk _ . i... 
Euro Dollar Offerrate............... _........ ~+ &«6(913,655 =1 en Gg | 
Chattel mortease, 12.5%,due1976 ..................- 175,400 | 255,526 
Instalment contracts secured by retention of title | _ _ 
toequipment................ a... 236,382 |) 
Shareholder’s loan, 10%, due 1977 oe . . 498,580 553,035 
Sundry te a  _.. 2b 65% 21,915 
, - - 24,239,668 | 17,842,854 
Less amount a euthin One yeal.......-...........- Ld 763229 627,927 


$23,063,439 $17,214,927 
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_____ 6. MINORITY INTEREST IN SUBSIDIARY 
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SKYLINE 
THE ENTERTAINING HOTELS 


POOL MONTREAL HENRY VIII TORONTO TOP OF THE PARK PARK TOWER-LONDON 


INTERNATIONAL ROOM TORONTO DIAMOND LIL’S TORONTO HEALTH CLUB TORONTO 


THE OLD MILL DANCE PAVILION TORONTO PATIO CARIBE LONDON THE ENGLISH PUB TORONTO 


LE TRIANON PARK TOWER-LONDON THE COLONY ROOM LONDON THEATRE TORONTO 


